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TAXES 
 
House Passes Permanent Extension of the 
Research and Development Tax Credit; 
White House Threatens Veto  
 
Key Points: 

 House votes to make permanent the research 
and development tax credit however, hurdles 
remain  

 White Houses issues a veto threat on 
permanent passage of the credit 

 
This week, the House debated and passed in a 
274 to 131 vote, H.R. 4438, a bill to simplify 
and make permanent the Research and 
Development (R&D) Tax Credit.  That vote 

drew a fairly sizeable number of Democrats 
making it a bipartisan vote with 212 
Republicans and 62 Democrats.  In anticipation 
of debate on the bill, House Ways and Means 
Committee Chairman Dave Camp (R-MI) 
made a floor statement in which he asserted 
that making the R&D tax credit permanent is 
an important first step toward comprehensive 

This Week in Congress 

 House – The House passed the “American Research and Competitiveness Act of 
2014” (H.R. 4438) to amend the Internal Revenue Code of 1986 to simplify and make 
permanent the research credit by a vote of 274–131.  The House also passed the 
“Capital Access for Small Community Financial Institutions Act of 2013” (H.R. 
3584). The House agreed to H. Res. 574, recommending that Lois G. Lerner, former 
Director of Exempt Organizations at the IRS, is held in contempt of Congress for 
refusal to comply with a subpoena duly issued by the Committee on Oversight and 
Government Reform by a vote of 231-187; and to H.Res. 567 to establish a Select 
Committee on the events surrounding the 2012 terrorist attack in Benghazi.   

 Senate – The Senate began consideration of the “Energy Savings and Industrial 
Competitiveness Act” (S. 2262) to promote energy savings in residential buildings and 
industry; and began consideration of the motion to proceed to consideration of the 
“Expiring Provisions Improvement, Reform, and Efficiency Act” (S. 2262) to 
amend the Internal Revenue Code of 1986 to extend certain expiring provisions. Cloture 
on the motion to proceed to H.R. 3474, which will be used as the legislative vehicle for 
the Senate Tax Extenders legislation (S. 2260) was filed.  
 

Next Week in Congress 

 House – The House is in recess until Monday, May 19.  

 Senate – The Senate will vote on the motion to invoke cloture on the “Energy Savings 
and Industrial Competitiveness Act” (S. 2262).   
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tax reform. 
 
Debate and passage of this bill marks the first 
House Floor action this year on tax extenders, 
and more bills could come to the floor 
depending on strategy and the level of support 
for the R&D bill.  The House Ways and Means 
Committee is expected to hold additional 
markups in the coming weeks and may put 
together a second package of permanent 
extensions. 
 
Despite general support for the popular 
research tax credit, the White House issued a 
veto threat on the bill, arguing the bill’s cost 
should be offset.  In response, the House Ways 
and Means Committee questioned the veto 
threat despite widespread Democratic support 
for the provision. Committee Members also 
noted the fact that the Senate Finance 
Committee recently approved an entire tax 
extender package that was not paid for.  This 
week’s action is likely to be the start but not 
end of House tax extenders discussion, an 
ongoing discussion that may not be resolved 
until after the elections. 
 
Reid Plans to Take Up Tax Extenders 
Package Next Week, Hurdles Remain 
However 
 
Key Points: 

 Extenders legislation will be focus of Senate 
next week, though steps still needed to 
determine if package will pass or stall on 
Senate floor 

 
After a delay this week while considering 
energy legislation, the Senate now plans to take 
up the tax extenders package next week.  The 
most significant challenge to taking up the tax 
extenders bill will be whether an agreement can 
be reached on amendments that would be 
allowed. Republicans have sought additional 

amendments, and conversely Democrats have 
resisted allowing votes on extraneous issues.  
The key will be a procedural vote to proceed to 
the bill, which will occur on Tuesday.   
 
Currently, it appears that Senate Democrats will 
seek to come up with a set of modifications to 
the bill sufficient to gather support of enough 
Republicans in that vote to reach the 60 vote 
threshold and not make further changes on the 
floor to the tax extender package.  Whether the 
Senate Democratic Leadership will succeed or 
not will become clear early next week.  If they 
reach that 60 vote threshold then passage is 
almost guaranteed.  Conversely, if the vote falls 
short, then the bill will stall but the Finance 
Committee-passed measure would remain the 
likely position from which the Senate would 
negotiate later in the year.   
 
Finally, passage of a tax extenders package in 
the Senate could give the measure some 
momentum that might improve odds for 
passage before the election, though the 
prevailing sentiment remains that the tax 
extenders package is most likely to be 
considered in a lame duck session after the 
election. If passed in the Senate, the tax 
extender package could gather some 

Upcoming Dates 
June 24: Special Election for the 19th 
Congressional District of Florida 
June 30: House is supposed to have 
passed all 12 appropriations bills 
September 30: FY 2014 Ends and 
MAP-21 expires 
October 1: FY 2015 Begins 
November 4: Midterm Elections 
March 2015: Debt limit suspension 
expires 
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momentum but would still face hurdles in the 
House where House Ways and Means 
Committee Chairman Dave Camp (R-MI) has 
taken a different approach to tax extenders 
altogether. 
 
Senate Finance Committee Holds Hearing 
to Consider Funding for Surface 
Transportation Reauthorization   
 
Key Points: 

 Senate Finance Committee holds hearing to 
discuss the impending funding lapse for 
highway and transportation reauthorization 

 
This week, the Senate Finance Committee held 
a hearing titled “New Routes for Funding and 
Financing Highways and Transit.”  During the 
hearing, Members discussed the impact of the 
impending insolvency of the Highway Trust 
Fund (HTF), possible solutions, and how to 
provide more opportunities for infrastructure 
investment. Members also emphasized the 
need for a long-term funding solution, warning 
that repeated short-term solutions prevent 
necessary planning and funding 
certainty.  Members of the minority expressed 
that such a solution should be paid-for. 
 
The hearing came in response to the 
Administration’s highway and transit 
reauthorization program unveiled last week 
which relies on the corporate tax code for 
roughly half of its funding. The plan addresses 
the infrastructure deficit with a $302 billion, 
four-year surface transportation reauthorization 
proposal which would expand tolling programs 
and boost the Highway Trust Fund through 
changes to the corporate tax code.  However 
these tax changes were not specified in the 
proposal. Furthermore, as stated above, the 
hearing did not reveal what changes to the 
corporate tax code would consist of. Current 
funding for highway and transit programs 

expires at the end of September though reports 
indicate that funds in the Highway Trust Fund 
may run out in August.  
 
At this point a short term extension may be 
most likely, but either additional revenues or a 
general fund transfer is needed to plug the gap 
in funding created by the gradually declining 
gas tax revenues and spending out of the 
highway and transit trust funds which remains 
level.  At some point a longer term, five year, 
highway bill is expected but it will need 
significant additional revenues on the order of 
perhaps $75 billion or more or reduced 
spending, both of which would be very difficult 
to achieve in Congress. 
 
Wyden Plans to Limit Companies’ Ability 
to Move Offshore with Help from Levin  
 
Key Points: 

 Senate Finance Committee Chairman Ron 
Wyden (D-OR) shares plans to address 
companies that move their operations overseas 
in “inversion transactions,” with the help of 
Permanent Subcommittee on Investigations 
Chairman Carl Levin (D-MI) 

 Ranking Member Orrin Hatch (R-UT) 
suggests reforming the international tax code as 
a more effective first step to addressing 
companies that move offshore 

 
This week, Senate Finance Committee 
Chairman Ron Wyden (D-OR) wrote an Op-
Ed in the Wall Street Journal addressing the 
need to keep U.S. companies in the U.S. The 
piece discusses how the U.S. corporate tax 
code is driving business overseas and adds that 
cutting corporate taxes to 24 percent as well as 
closing corporate tax “loopholes” would be a 
good start to addressing the problem. Wyden 
said that American multinationals are using a 
tactic he labeled “inversions” to merge with 
smaller foreign companies and are then moving 
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their headquarters overseas to take advantage 
of lower tax rates.   
 
Wyden argued that these inversion transactions 
take advantage of a “loophole” in the corporate 
tax code which allows them to legally move 
overseas, and expressed concern for revenue 
and jobs loss from these kinds of transactions.  
Addressing the need for comprehensive tax 
reform, Wyden expressed that lowering 
corporate rates will incentivize companies to 
remain in the U.S. Wyden also pledged to work 
with Members of the Senate Finance 
Committee to enact comprehensive tax reform 
that addresses both the corporate and 
individual tax code over the next year.   
 
In response to Wyden’s comments on the 
issue, Senate Finance Committee Ranking 
Member Orrin Hatch (R-UT) said in a speech 
on the Senate Floor, that instead of imposing 
arbitrary inversion restrictions on companies 
retroactively, Congress should focus on 
reforming the international tax code to keep 
companies in the U.S.  
 
Further, Senate Permanent Subcommittee on 
Investigations Chairman Carl Levin (D-MI) 
indicated he is currently writing legislation to 
help prevent these inversion transactions.  
Levin said that he is also working with Wyden 
on the legislation.  The Senate Finance 
Committee would have legislative jurisdiction 
over any tax bills on the subject. 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Tess 
Illos contributed to this report.     
 
FINANCIAL SERVICES 
 
Lew Testifies Before House Financial 
Services Committee 
 

Key Points: 

 Secretary of the Treasury Jack Lew urged 
Congress to ratify the 2010 IMF agreement; 
Committee Republicans expressed opposition 
to the agreement. 

 Several Republican Members expressed 
concern with the Financial Stability Oversight 
Council’s process for designating systemically 
important financial institutions (SIFIs). 

 Lew and Representative Carolyn Maloney (D-
NY) expressed support for quickly 
reauthorizing the Terrorism Risk Insurance 
Act (TRIA), while Representative Randy 
Neugebauer (R-TX) recommended making 
changes to TRIA. 

 
On May 8, the House Financial Services 
Committee held a hearing on “The Annual 
Testimony of the Secretary of the Treasury on 
the State of the International Financial 
System.” Secretary of the Treasury Jack Lew 
stressed the need for Congress to ratify the 
2010 International Monetary Fund (IMF) quota 
and governance reform agreement. Chairman 
Jeb Hensarling (R-TX) expressed opposition to 
the agreement, stating that IMF moving 
forward with supporting Ukraine without a 
quota increase “would seem to belie the 
Administration’s claims that the increase was 
essential…” Representative Stephen Lynch (D-
MA) urged the Treasury and the Federal 
Reserve to take additional actions regarding 
Ukraine, such as shutting down currency 
exchange reserves which allow Russian 
businesses to convert rubles to dollars. 
 
Hensarling and Representatives Scott Garrett 
(R-NJ) and Patrick McHenry (R-NC) expressed 
concern regarding Financial Stability Oversight 
Council’s (FSOC) interaction with the G-20’s 
Financial Stability Board (FSB) in designating 
systemically important financial institutions 
(SIFIs.) Lew emphasized that only FSOC can 
make SIFI designations of U.S. firms. 

http://www.williamsandjensen.com/
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Hensarling called on the FSOC to cease its 
designation processes until Congress can 
exercise greater oversight of the process. 
 
Lew and Representative Carolyn Maloney (D-
NY) expressed support for quickly 
reauthorizing the Terrorism Risk Insurance Act 
(TRIA), which is scheduled to expire at the end 
of 2014. Representative Randy Neugebauer (R-
TX) expressed support for raising the triggers 
and co-pays under TRIA, while transitioning 
the terrorism risk market over to the private 
sector. 
 
Financial Stability Oversight Council 
Approves Annual Report, Modifications to 
Transparency Policy  
 
Key Points: 

 FSOC approves annual report and modifies 
transparency policy. 

 The FSOC report identifies nine risk themes, 
including: short-term wholesale funding 
markets; housing finance reform; operational 
risks; developments in financial products, 
services, and business practices; reforms of 
reference rates; financial system vulnerability to 
interest rate volatility; data gaps and data 
quality; foreign market risks; and risk-taking 
incentives of large, complex, interconnected 
financial institutions. 
 

At a May 7 open meeting, the Financial 
Stability Oversight Council (FSOC) approved 
the Council’s annual report, changes to FSOC 
transparency policy and bylaws for a deputies 
committee, and the minutes from the Council’s 
March 27, 2014 meeting.  
 
At the May 7 meeting, Federal Reserve Board 
Chair Janet Yellen indicated the Federal 
Reserve plans to issue rules on risk-based 
capital surcharges and long-term debt 

requirements for systemic banks, as well as 
issue rules regarding single party credit limits 
and early remediation requirements for large 
bank holding companies. She added the Federal 
Reserve is considering whether more 
regulations are needed to reduce systemic risks 
of large interconnected financial firms in the 
market. She noted that money markets funds 
(MMFs) continue to be a concern. She 
acknowledged the Securities and Exchange 
Commission (SEC) progress on MMF rules 
and urged the SEC to move forward with a 
rulemaking. SEC Chair Mary Jo White noted 
that the SEC is best positioned to address 
reforms to MMFs and that the SEC and staff 
are engaged in this to address MMF risk. 
 
Roy Woodall, Independent Member with 
Insurance Expertise, underscored the transfer 
of pension liabilities to annuity liabilities on the 
books of insurance companies and impact from 
this on their balance sheets. He also discussed 
the concerns of the increase use of captive 
reinsurance by some life insurers. He said the 
inclusion of this issue in the report will send an 
important signal to State insurance regulators.  
 
Acting Deputy Secretary of the Treasury and 
Under Secretary for Domestic Finance Mary 
John Miller, who chairs the FSOC Deputies 
Committee, noted they are reviewing how to 
improve communications. She explained that 
the FSOC deputies committee has developed 
revisions to transparency policy, including: (1) 
formally providing public notice of meetings 7 
days in advance; (2) providing the preliminary 
agenda for FSOC meetings; (3) posting 
immediately after each FSOC meeting the 
topics discussed; and (4) posting the FSOC 
transparency policy. She noted the Deputies 
Committee bylaws will help clarify the purpose 
of the Committee and how it operates. 
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Nine risk themes identified at the discussion 
during the May 7 meeting and in the FSOC 
annual report included:  

 Short-Term Wholesale Funding 
Markets: FSOC staff cited money 
market funds (MMFs) and tri-party 
repos as concerns. Staff noted the 
report calls for improvements in loss 
absorption strategy of MMFs and that 
members agencies of FSOC should 
determine whether the SEC reforms are 
enough and whether they should be 
applied to other cash management 
vehicles. The report notes “the 
possibility of tri-party repo collateral 
fire sales still poses significant risks for 
the financial system” and “policymakers 
continue to examine ways to minimize 
potential tri-party repo spillover effects 
if such fire sales were to occur.”  

 Housing Finance Reform: Staff 
noted the need for Congress to create 
structural reforms to reduce uncertainty 
in the housing finance market. 

 Operational Risks: Staff noted 
concerns as to outages and failures in 
the markets resulting from 
technological and infrastructure 
vulnerabilities. Staff cited vulnerabilities 
such as the NASDAQ securities 
information processor (SIP) outage and 
software failures that sent involuntary 
orders through automated trading 
systems leading to large losses, which 
they suggested are particularly 
heightened in fragmented markets by 
high frequency or low latency 
automated trading. Staff also stated that 
alternative trading venues and methods 
may magnify system complexity and 
risks. FSOC recommends regulators 
focus on products that trade off 
exchanges as well as those that trade on 
exchanges. 

 Developments in Financial 
Products, Services, and Business 
Practices: The report notes “it is 
important to be alert to the potential 
adverse effects” that may arise with 
changes from new products or 
practices.” Staff noted the use by life 
insurers of captive affiliated reinsurers 
and that state insurance regulators have 
expressed concerns over this practice. 
Staff also cited the risks posed by asset 
management related to fees and 
indemnification policies. 

 Reforms of Reference Rates: Staff 
cited problems with the use of LIBOR 
and certain foreign exchange and 
transaction benchmarks that distort 
markets, suggesting there was a need 
for a plan to smooth the transition to 
other financial benchmarks. 

 Financial System Vulnerability to 
Interest Rate Volatility: Staff stated 
this is an issue and that there were no 
disruptions to the financial sector so far 
and but they pressed supervisors to 
monitor the growing risks from this. 
Staff stated the Federal Insurance 
Office (FIO) and state regulators would 
need to monitor interest rate risk from 
interest rate shocks. 

 Data Gaps and Data Quality: Staff 
noted high quality and readily available 
access to financial data is critical for 
regulators and there has been 
significant progress over the years 
towards improving this. Still, it was 
noted regulators lack sufficient data to 
analyze repo markets. Staff also 
recommended the evaluation of the 
legal entity identifier (LEI) use as well 
as the storage of data at swaps data 
repositories. 

 Foreign Market Risks:  The report 
notes that emerging markets have 
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become a focus of concern, and 
“emerging market economy (EME) 
exchange rates and asset prices became 
much more volatile, and economic 
growth subsequently slowed in some 
EMEs.” The “potential spillover effects 
to the United States of current levels of 
EME stress appear limited, but a 
substantial worsening of EME stress is 
a risk.”  

 Risk-Taking Incentives of Large, 
Complex, Interconnected Financial 
Institutions: The report noted that the 
largest U.S. financial institutions 
“continued to reduce their complexity 
as well as their interconnectedness in 
some dimensions” and that “credit 
rating agency opinions continue to 
explicitly factor in the possibility that 
the government will provide support to 
the largest banks if they become 
financially distressed.” “The full 
implementation of the Orderly 
Liquidation Authority (OLA), and the 
phasing in of enhanced prudential 
standards in coming years,” according 
to the report “should help reduce 
remaining perceptions of government 
support for large, complex, 
interconnected financial institutions.” 

 
House Approves Federal Home Loan Bank 
Membership Legislation 
Key Point: 

 House approves legislation allowing privately 
insured credit unions to be eligible for 
membership in the Federal Home Loan Bank 
(FHLB) System. 
 

On May 6, the House approved “The Capital 
Access for Small Community Financial 
Institutions Act” (H.R. 3584) in a 395-0 vote. 
The legislation, introduced by Representative 

Steve Stivers (R-OH), would allow privately 
insured credit unions to be eligible for 
membership in the Federal Home Loan Bank 
(FHLB) System. Stivers stated during the Floor 
debate that similar legislation passed the House 
in 2006 in a large bi-partisan vote. He 
expressed support for Representative Gregory 
Meeks’ (D-NY) amendments during the 
Committee markup that require the Federal 
Home Loan Banks (FHLBs) to determine the 
potential concentrated risk from the failure of 
private credit unions, along with the aggregated 
risk posed by such a failure. The bill was 
approved by the House Financial Services 
Committee on March 14, 2014 in a 55 to 0 
vote. Senator Sherrod Brown (D-OH) 
introduced a related bill (S.1806) in Senate on 
December 12, 2013. 
 
House Committee Considers Capital 
Formation and Regulatory Relief 
Legislation  
 
Key Points:  

  House Financial Services Committee begins 
consideration of capital formation legislation to 
further modify the Jumpstart Our Business 
Startups (JOBS) Act, implement securities 
laws reforms, and amend mortgage rules. 

 
On May 7, the House Financial Services 
Committee held a markup to consider fourteen 
bills aimed at promoting capital formation and 
regulatory relief relating to mortgage rules.  The 
Committee considered all of the following bills, 
but postponed recorded votes for a later date 
to be determined. 
  
The markup examined the following legislative 
proposals. A summary description of each bill 
is available in the Committee Memo:  

 Exempting SBICs from SEC Registration: 
The SBIC Advisers Relief Act of 2014 
(H.R. 4200), introduced by 
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Representative Blaine Luetkemeyer (R-
MO) 

 Private Market Offerings: The “Restricted 
Securities Relief Act of 2014” (H.R. 
4554), introduced by Representative 
Mick Mulvaney (R-SC).  

 Modifications to Incorporation by Reference, 
Covered Securities, Registration Amounts: 
The “Small Business Freedom to Grow 
Act” (H.R. 4568) introduced by 
Representative Ann Wagner (R-MO). 

 Benefit Plan Disclosures: A bill (H.R.4571) 
introduced by Representative Randy 
Hultgren (R-IL).  

 Disclosures: The “Disclosure 
Modernization and Simplification Act” 
(H.R.4569) introduced by 
Representative Scott Garrett (R-NJ).  

 Regulation D: The “Private Placement 
Improvement Act of 2014” (H.R. 4570) 
introduced by Garrett. 

 Regulation A, Increase Maximum Public 
Offering to $10 Million: The “Startup 
Capital Modernization Act of 2014” 
(H.R. 4565) introduced by 
Representative Patrick McHenry (R-
NC).  

 Crowdfunding Amendments: The “Equity 
Crowdfunding Improvement Act of 
2014” (H.R. 4564) introduced by 
McHenry.  

 Securities Laws Exemptions for Small Public 
Filers: The ‘‘Fostering Innovation Act 
of 2013’’ (H.R. 2629), introduced by 
Representative Michael Fitzpatrick (R-
PA). 

 Mortgage Originator and High-Cost Mortgage 
Definitions: The “Preserving Access to 
Manufactured Housing Act of 2013” 
(H.R. 1779) introduced by 
Representative Stephen Fincher (R-
TN).  

 Qualified Mortgages: The “Portfolio 
Lending and Mortgage Access Act” 
(H.R. 2673) introduced by 
Representative Andy Barr (R-KY). 

 Mortgage Fees: The “Mortgage Choice 
Act of 2013” (H.R. 3211) introduced by 
Representative Bill Huizenga (R-MI).  

 Regulatory Duplication: The “Financial 
Regulatory Clarity Act of 2014” (H.R. 
4466), introduced by Representative 
Shelley Moore Capito (R-WV). 

 Small Mortgage Servicer Exemptions: The 
“Community Institution Mortgage 
Relief Act of 2014” (H.R. 4521) 
introduced by Luetkemeyer. 

 
CFTC Commissioner Discusses 
Derivatives Markets, HFT, and Upcoming 
Agenda 
 
Key Points:  

 CFTC Commissioner Scott O’Malia 
announces TAC meeting on June 3, which will 
look into high frequency trading, market 
surveillance, and SEFs. 

 Commissioner O’Malia noted staff is working 
on a proposed rule related to the CFTC 
Concept Release on Risk Controls and System 
Safeguards for Automated Trading 
Environments. 

  
On May 7, CFTC Commissioner Scott 
O’Malia gave a speech which discussed fixes to 
the derivatives markets, high frequency trading 
(HFT), and the upcoming agenda for the 
CFTC. O’Malia noted the CFTC will hold its 
next Technology Advisory Committee (TAC) 
meeting on June 3 which will look at high 
frequency trading; setting up a market 
surveillance system for the CFTC to identify 
“spoofing and momentum ignition strategies” 
and “develop a database to link the futures, 
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swaps, and options markets”; and increasing 
Buy Side Participation on SEFs.  
 
O’Malia noted that the CFTC staff is beginning 
work on a proposed rule related to the CFTC 
Concept Release on Risk Controls and System 
Safeguards for Automated Trading 
Environments.  
 
O’Malia discussed the upcoming CFTC agenda, 
which he indicated includes the following 
issues: solutions for package transactions that 
received further relief; finalizing a proposal to 
establish a clearing requirement for certain 
non-deliverable forwards; considering a futures 
block rule proposal which would limit the 
availability of block trades; and finalizing the 
position limits rule. He also called for taking a 
closer look at rule implementation processes, 
re-visiting unworkable rules, and articulating a 
roadmap for market participants.   
 
O’Malia also discussed cross-border 
harmonization issues. O’Malia urged the 
Commission and foreign regulators to quickly 
close “the deal” on data and clearing 
recognition and solve “for the difference in 
timing on exchange trading.” He called “on the 
Commission and the EU to sign an 
international data sharing agreement, 
collaborate to harmonize both the form and 
format of data being reported, and recognize 
each other’s swap trade repositories.” O’Malia 
suggested the Commission’s approach thus far 
to qualifying multilateral trading facilities “does 
not bode well for any future exempt SEF 
rulemaking.” He “also points out that the 
Qualifying MTF relief has not helped because it 
basically provides for a SEF regime and the 
only way to reverse the fragmentation is 
through mutual recognition.”  
 
O’Malia also noted he is sending a letter to 
European Commissioner for Internal Market 

and Services Michel Barnier that is in the same 
spirit of the “Path Forward Statement,” asking 
him to move forward with U.S. equivalence 
and central counterparties (CCP) recognition 
under European Market Infrastructure 
Regulation (EMIR).  
 
Federal Reserve Releases Proposal on 
Financial Sector Concentration/Merger 
Limits 
 
Key Points: 

 Federal Reserve Board proposes rule 
establishing a financial sector 
concentration/merger limit. 

 
On May 8, the Federal Reserve Board 
announced in a press release a proposal (under 
section 622 of the Dodd-Frank Act) 
establishing “a financial sector concentration 
limit that generally prohibits a financial 
company from merging or consolidating with, 
or acquiring, another company if the resulting 
company’s liabilities upon consummation 
would exceed 10 percent of the aggregate 
liabilities of all financial companies.” Such 
companies subject to the limit include foreign 
and domestic banks as well as nonbank 
financial companies designated by the Financial 
Stability Oversight Council (FSOC) for 
supervision. Liabilities of a financial institution 
would represent “the difference between its 
risk-weighted assets, as adjusted to reflect 
exposures deducted from regulatory capital, 
and its total regulatory capital.” In addition, the 
proposal would establish “reporting 
requirements”. Comments on the proposal are 
due by July 8, 2014. 
 
Upcoming Hearings and Events 
May 13 
High Frequency Trading: The Senate 
Committee on Agriculture, Nutrition and 
Forestry will hold a hearing on “High 
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Frequency and Automated Trading in Futures 
Markets” to “examine high-frequency trading 
and other forms of automated trading in the 
derivatives markets and what the Commodity 
Futures Trading Commission can do to help 
ensure market integrity.” Witnesses to testify 
include: Vince McGonagle, Director of the 
Division of Market Oversight, Commodity 
Futures Trading Commission (CFTC); 
Terrence Duffy, Executive Chairman and 
President, CME Group; and Andrei Kirilenko, 
Professor of the Practice of Finance, MIT 
Sloan School of Management. 
 
May 14 
SEC/CFTC Budget: The Senate 
Appropriations Committee’s Subcommittee on 
Financial Services and General Government 
may hold a hearing “to examine strengthening 
oversight and integrity of the financial markets, 
focusing on fiscal year 2015 resource needs of 
the U.S. Securities and Exchange Commission 
and the U.S. Commodity Futures Trading 
Commission.” 
 
May 15 
Housing Finance Reform Markup: The 
Senate Banking Committee may meet in 
executive session to consider the Housing 
Finance Reform and Taxpayer Protection Act 
of 2013 (S.1217). 
 
May 19 
FSOC Conference on Asset Management: 
The Financial Stability Oversight Council 
(FSOC) will host a conference “on the asset 
management industry and its activities.” The 
program will include several panels, and “will 
focus on an in-depth examination and 
discussion of targeted issues associated with 
asset management” in order to further inform 
the work of the FSOC. 
 
 

May 21 
CFTC Advisory Meeting on Swaps: The 
Commodity Futures Trading Commission’s 
(CFTC) Global Markets Advisory Committee 
(GMAC) will hold a meeting to “discuss issues 
related to the CFTC’s coordination with 
foreign regulators on the oversight of foreign-
based (i.e., located outside of the U.S.) swap 
clearinghouses and foreign swaps trading 
execution facilities.”  
 
June 3 
CFTC Advisory Meeting on HFT, Market 
Surveillance, and SEFs: The Commodity 
Futures Trading Commission’s (CFTC) 
Technology Advisory Committee (TAC) may 
hold a meeting on high frequency trading, 
setting up a market surveillance system for the 
CFTC, and increasing buy side participation on 
SEFs. 
 
For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. Eric 
Robins, Rebecca Konst, and Alex Barcham contributed 
to the articles. 
 
ENERGY AND ENVIRONMENT  
 
Senate Debates Energy Efficiency 
Legislation 
 
Key Point: 

 The Senate is debating legislation to encourage 
residential and industrial energy efficiency, but 
a dispute over whether to consider amendments 
may derail the bill before it reaches a final vote.    

 
This week, the Senate debated the motion to 
proceed to the “Energy Savings and Industrial 
Competitiveness Act of 2014” (S. 2262), with 
Democrats and Republicans wrangling over 
whether any amendments to the legislation will 
be allowed for consideration. On Tuesday, the 
Senate voted 79-20 to invoke cloture on the 
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motion to proceed, the initial vote in the 
process of considering S. 2262. The legislation 
includes a series of provisions to encourage 
energy efficiency, with a focus on buildings and 
manufacturing.     
 
On Thursday, Senate Majority Leader Harry 
Reid (D-NV) asserted on the Senate floor that 
“the obstructionist wing of the Republican 
caucus has decided once again to block this 
bill”. Reid also emphasized that S. 2262 would 
“give our country more energy independence, 
protect our environment, and save American 
families money on their energy bills.”  
 
Minority Leader Mitch McConnell (R-KY) 
responded that “the majority leader refused to 
allow a single Republican amendment on 
energy this week…”, noting  that “the 
Republican-led House has offered Democrats 
125 roll call votes on their amendments since 
last July [while] in the Senate, the majority 
leader has allowed us nine…roll call votes on 
Republican amendments since July.”  
 
Senators have filed a number of amendments 
to S. 2262 including: 

 Senator John Barrasso (R-WY) has 
proposed an amendment (S.A. 2981) 
that would expedite approval of 
liquefied natural gas (LNG) export 
permits.  

 Senator Mark Udall (D-CO) also 
proposed an amendment (S.A. 3040) 
that would expedite approval of LNG 
exports. The Udall amendment is 
narrower in scope than the Barrasso 
amendment and parallels the legislation 
approved by the Energy and 
Commerce Committee last week (H.R. 
6).  

 Senate Energy and Natural Resources 
Committee Chair Mary Landrieu (D-
LA) and Senator John Hoeven (R-ND) 

filed an amendment (S.A. 2991) that 
would expedite approval of the 
Keystone XL pipeline.   

 
The Senate is expected to vote to invoke 
cloture on S. 2262 on Monday evening. If 60 
Senators vote to invoke cloture, time for 
further debate on the legislation will be limited. 
Republicans are expected to block cloture if 
there is not an agreement with Democrats on 
allowing amendments.       
 
EPA Solicits Comments on Potential 
Hydraulic Fracturing Disclosure 
Regulations 
 
Key Points: 

 The EPA has taken the first step in a process 
that could lead to new disclosure requirements 
for the chemicals used in hydraulic fracturing. 

 The action taken by the EPA today only 
solicits comments on a potential future 
proposed rule.    

 
Today the Environmental Protection Agency 
(EPA) issued an advanced notice of proposed 
rulemaking (ANPRM) on potential 
requirements for disclosure of the chemicals 
used in hydraulic fracturing. 
 
The EPA states that the ANPRM initiates “a 
stakeholder process to request input on various 
aspects of obtaining information on chemical 
substances and mixtures used in hydraulic 
fracturing for oil and gas exploration and 
production to further the purposes of [the 
Toxic Substances Control Act (TSCA)]…and 
other federal government objectives that can be 
informed through this process.” 
 
According to the EPA’s press release, the 
agency is seeking “public comment on what 
information could be reported and disclosed 
for hydraulic fracturing chemicals and mixtures 
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and the approaches for obtaining this 
information, including non-regulatory 
approaches.” The agency is “also soliciting 
input on incentives and recognition programs 
that could support the development and use of 
safer chemicals in hydraulic fracturing.”       
 
In the ANPRM the EPA poses a series of 
questions for which it seeks public comment, 
including: 

 “Should EPA consider implementing 
third-party certification (for certifying 
reporting, practices and other aspects) 
and/or third-party collection of 
information about hydraulic fracturing 
operations in addition to or in lieu of a 
mandatory reporting or voluntary 
disclosure program?” 

 “Would a combination of mandatory 
reporting and voluntary disclosure be 
effective? If so, what would that 
combination consist of? Why?” 

 “What types of information, if any, 
should be reported and/or disclosed 
voluntarily? Why?” 

 “If any companies are required to 
report, should different types of 
companies be required to report 
different data elements?” 

 “Should all information be required to 
be reported or should there be a 
voluntary mechanism for some or all 
information?” 

 
Comments are due 90 days after the ANPRM 
is published in the Federal Register.   
 
Energy and Commerce Committee 
Approves Energy Infrastructure Bill 
 
Key Points: 

 The House Energy and Commerce Committee 
approved a bill to expedite the federal review of 

energy infrastructure that crosses the U.S. 
borders with Canada and Mexico.   

 The full House may vote on the legislation 
within the next several weeks.    

 
On May 8, the House Energy and Commerce 
Committee held a markup of legislation to 
expedite the permitting of oil, natural gas, or 
electric transmission facilities that cross U.S. 
national boundaries. The Committee approved 
“The North American Energy Infrastructure 
Act” (H.R. 3301) by a roll call vote of 31-19. 
 
In his opening statement, Chairman Fred 
Upton (R-MI) commented that “[w]hile this 
legislation does not directly impact the 
Keystone XL pipeline, the project’s five years 
of delays underscores why this bill is so 
necessary as we seek to fulfill our energy 
potential.” Upton also expressed concern that, 
currently, “cross-border pipeline or 
transmission line projects can be subjected to 
open-ended federal delays that far exceed that 
of comparably sized projects that stay within 
the U.S.” 
 
Ranking Member Henry Waxman (D-CA) 
warned in his opening statement that H.R. 
3301 would “stop the President from 
evaluating the climate impact, and almost every 
other impact, of multi-billion dollar energy 
infrastructure projects that will increase carbon 
pollution for decades to come.”    
 
Before approving the legislation, the 
Committee: 

 Approved, by voice vote, a manager’s 
amendment offered by Upton; 

 Rejected, by voice vote, an amendment, 
offered by Representative Jerry 
McNerney (D-CA) that would have 
removed Section 4 of the legislation; 

 Rejected, by a 16-27 vote, an 
amendment offered by Waxman that 
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would have limited application of the 
legislation to new projects; and   

 Rejected, by a 21-29 vote, an 
amendment, offered by Representative 
John Dingell (D-MI), that would have 
maintained National Environmental 
Policy Act (NEPA) coverage of border-
crossing applications. 

 
Upcoming Hearings and Events 
 
May 13 
Nominations: The Senate Energy and Natural 
Resources Committee will hold a hearing on 
the nominations of: Suzette Kimball, to be 
Director of the United States Geological 
Survey; Estevan Lopez, to be Commissioner of 
Reclamation; and Monica Regalbuto, to be an 
Assistant Secretary of Energy for 
Environmental Management. 
 
Transportation Infrastructure Runoff: The 
Senate Environment and Public Works 
Committee’s Water and Wildlife Subcommittee 
will hold a hearing titled “Solving the Problem 
of Polluted Transportation Infrastructure 
Stormwater Runoff.” 
 
May 14 
Nuclear Decommissioning: The Senate 
Environment and Public Works Committee 
will hold a hearing titled “Nuclear Reactor 
Decommissioning: Stakeholder Views”.    
 
Endangered Species Act: The House Natural 
Resources Committee will hold a field hearing 
in Batesville, Arkansas titled “Protecting the 
Rights of Property Owners: Proposed Federal 
Critical Habitat Designations Gone Wild”.    
 
May 20 
FERC Nominations: The Senate Energy and 
Natural Resources Committee will hold a 
hearing on the nominations of “Cheryl A. 

LaFleur and…Norman C. Bay, to be Members 
of the Federal Energy Regulatory 
Commission.” 
 
DOE Methane Roundtable: The Department 
of Energy will hold a “Methane Stakeholder 
Roundtable” with “Academics, Non-
Governmental Organizations, and 
Environmental Groups”. The roundtables are 
intended to “identify and highlight best 
practices, technology solutions, and policies for 
securing reductions in methane emissions from 
its midstream and downstream segments.”  
 
May 27 
Petroleum Product Transportation: The 
Department of Energy will hold a Quadrennial 
Energy Review public meeting on “Petroleum 
Product Transmission & Distribution 
(including [carbon dioxide/enhanced oil 
recovery])”. The meeting will be held in New 
Orleans and will include “facilitated panel 
discussions, followed by an open microphone 
session.” 
 
June 11 
DOE Methane Roundtable: The Department 
of Energy will hold a “Methane Stakeholder 
Roundtable” with natural gas companies. The 
roundtables are intended to “identify and 
highlight best practices, technology solutions, 
and policies for securing reductions in methane 
emissions from its midstream and downstream 
segments.”  
 
July 14 and 15 
EIA Energy Conference: The Energy 
Information Administration (EIA) will hold its 
annual Energy Conference. Planned session 
topics include: “U.S. Petroleum Exports”; 
“Logistical Issues in North American Liquid 
Flows”; and “Tight Oil Production Trends”.  
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For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Kate Larson and Nicole Ruzinski 
contributed to this report. Updates on energy and 
environment issues are available during the week on 
twitter. 
 
DEFENSE 
 
HASC Marks Up and Reports Out FY 2015 
NDAA 
 
Key Points: 

 House Armed Services Committee reports out 
its FY 2015 NDAA, which would adhere to 
budget caps in Bipartisan Budget Act 

 Authorization levels would be cut for 
Operations and Maintenance, Procurement, 
RDT&E, and Construction 

 Floor action likely in the next few weeks 
 
On May 7, the House Armed Services 
Committee held a markup of the “National 
Defense Authorization Act (NDAA) for FY 
2015” (H.R. 4435) and reported out the 
package by a 62-0 vote. Prior to the markup, 
the Committee released Chairman Buck 
McKeon’s (R-CA) Mark and a summary. 
 
In the summary, the Committee claimed that 
“[c]onsistent with the House budget, Chairman 
McKeon’s proposal authorizes $521.3 billion in 
spending for national defense and an additional 
$79.4 billion for Overseas Contingency 
Operations (OCO)…[which] is consistent with 
the President’s budget and the bi-partisan 
budget agreements reached last year.” The 
Committee added that “Chairman McKeon 
notes however, that it is $45 billion less than in 
the President’s projected FY14 budget request 
and $30.7 billion less than the enacted FY14 
NDAA.”  By contrast, the FY 2014 NDAA 
authorized “$625.1 billion in fiscal year 2014, 
including $526.8 billion for base DOD 

programs, $80.7 billion for OCO, and $17.6 
billion for national security programs in the 
Department of Energy (DOE) and the Defense 
Nuclear Facilities Safety Board (DNFSB)” 
according to the Joint Explanatory Statement. 
 
The authorization levels are as follows with the 
DOD’s request in parenthesis and FY 2014 
enacted level in brackets: 

 Procurement: $90.79 billion ($89.5 
billion)[$98.44 billion] 

 Research, Development, Test And Eval
uation: $63.78 billion ($63.53 
billion)[$67.74 billion] 

 Operation And Maintenance: $164.291 
billion ($165.721 billion)[$176.42 
billion] 

 Military Personnel: $128.97 billion 
($128.96 billion) [$129.7 billion] 

 Other Authorizations: $34.74 billion 
($35.03 billion) [$37.44 billion] 

 Military Construction: $6.53 billion 
($6.56 billion) [$10.37 billion] 

 
The Committee asserted that “[t]his year’s 
budget request reflects years of compounding 
resource cuts to national security…[and] 
[i]ndeed, President Obama has directed over $1 
trillion in cuts to the military since he took 
office” (emphasis in the original). The 
Committee claimed that ‘[f]unding in the 
President’s FY15 budget request is $45 billion 
less than called for in his FY14 budget…[and] 
[t]he President’s budget request accommodated 
those cuts by dramatically reducing the size of 
the military, increasing out of pocket expenses 
for military families, and cutting vital 
programs” (emphasis in the original). 
 
Among the amendments offered during the 
markup were: 

 Army and National Guard Structure: 
Representatives Joe Wilson (R-SC) and 
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Bill Enyart (D-IL) offered an 
amendment that would require “the 
Government Accountability Office to 
study the Army’s force structure and 
report back to Congress by March 
2015…[and] also addresses readiness by 
increasing shortfalls in funding and 
freezing end strength for the Active 
Army and Guard at 490,000 and 
350,000 respectively” according to a 
press release. The Committee adopted 
the amendment by voice vote. 

 A-10:  Representative Ron Barber (D-
AZ) offered an amendment “to prevent 
divestment of the A-10 in FY2015” 
according to a press release. The 
Committee agreed to by a 41-20 
amendment. 

 Guantánamo Bay: Ranking Member 
Adam Smith (D-WA) offered a pair of 
amendments to strike provisions 
preventing the Administration from 
transferring detainees or closing the 
facility at Guantanamo Bay, Cuba. The 
first was defeated by a 23-38 vote and 
the other by voice vote. 

 Cruisers: Representatives J. Randy 
Forbes (R-VA), Randy Wittman (R-
VA), Coleen Hanabusa (D-HI), and 
Tulsi Gabbard (D-HI) offered an 
amendment to bar the Navy from 
retiring or deactivating any cruisers in 
FY 2015 and would allow the Navy to 
modernize two cruisers in the next 
fiscal year. The Committee agreed to 
the amendment by voice vote. 

 Biofuels: Representative Mike 
Conaway (R-TX) offered a pair of 
amendments to “eliminate 
requirements that the Department of 
Defense purchase biofuels or develop 
its own biofuels” according to a press 
release. The first was agreed to by a 33-
28 vote and the second by a 32-29 vote. 

McKeon said during the markup that the 
House would likely take up H.R. 4335 
sometime in the next few weeks. The Senate 
Armed Services Committee’s subcommittees 
will markup their portions of the Senate’s 
NDAA starting on May 20 with the full 
committee marking up the package on May 21. 
This represents an unusually early start for the 
Senate Armed Services Committee. The House 
had typically considered and passed the NDAA 
by June of each year while the Senate usually 
brings the package to the floor in November or 
even December, resulting in the NDAA being 
one of the last bills signed every session by the 
President. 
 
First VXX Contract Awarded 
 
Key Points: 

 The Navy awards first Presidential Helicopter 
contract to the projects only bidder Sikosky 
and Lockheed Martin 

 This is the second attempt in recent years to 
procure a replacement for the current fleet 

 
On May 7, the Navy issued an announcement 
that it has selected Sikorsky and Lockheed 
Martin for the first VXX Presidential 
Helicopter contract. The Navy awarded “a 
$1.24 billion Engineering and Manufacturing 
Development (EMD) contract to modify, test 
and deliver six FAA-certified S-92® helicopters 
and two trainer simulators to the U.S. Marine 
Corps” according to a Sikorsky press release. 
Sikorsky added that “[c]overing a period of 
performance into late 2020, the fixed price 
incentive firm contract is the initial step to 
providing, by 2023, a VXX Presidential 
Helicopter Replacement fleet totaling 21 
operational aircraft.” Although a total potential 
dollar figure has not been released for the 
contracts to replace the fleet of VH-3Ds and 
the VH-60Ns currently in service, Sikorsky 
stated that “[b]y early 2019, the Navy is 
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expected to place orders for the first of three 
lots of 17 production aircraft…[and] Sikorsky 
expects to complete delivery of these 
production aircraft by 2023.” AgustaWestland, 
Bell, and Boeing opted not to bid on the 
contract, reportedly because the Request for 
Proposals (RfP) allegedly favored the S-92. 
 
The previous Presidential Helicopter 
procurement was canceled in June 2009 after 
the Navy had accepted delivery of nine of 
Lockheed Martin’s VH-71 and having incurred 
an estimated $6 billion in cost overruns. The 
VH-71 was often pointed to as the epitome of 
bad acquisition practices and was an issue 
during the 2012 Presidential Election when 
Senator John McCain (R-AZ) succeeding in 
getting then Senator Barack Obama (D-IL) to 
also vow to cancel the VH-71 procurement. 
Thereafter, then Secretary of Defense Robert 
Gates initiated the termination of the VH-71 
along with the Army’s Future Combat Systems, 
and the Air Force’s production plans for the F-
22A Raptor. 
 
In 2013, the Government Accountability 
Office (GAO) issued an assessment of the 
VXX procurement, finding that “[t]he Navy 
made progress in the past year in establishing a 
sound VXX business case that reflects a 
rational balance between requirements, costs 
and schedule.” This assessment was contrary to 
the findings in its report on the VH-71, 
“Application of Lessons Learned and Best 
Practices in the Presidential Helicopter 
Program.” The GAO noted that “without 
completing systems engineering until well after 
development start,” the VH-71 procurement 
proceeded…[and] [a]s a consequence, it never 
achieved design stability and experienced 
significant cost and schedule problems in 
development.” The GAO asserted that “[i]ts 
cost estimates doubled—from about $6.5 

billion at development start in 2005 to about 
$13 billion when terminated in 2009.” 
 
Upcoming Hearings and Events 
 
May 13 
DOD Financial Management: The Senate 
Committee on Homeland Security & 
Governmental Affairs will hold a hearing to 
discuss improving financial management at the 
Department of Defense. 
 
May 14 
Research & Innovation: The Senate 
Appropriations Committee will hold a hearing 
to discuss defense research and innovation. 
 
May 20 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2015 Budget authorization 
for air and land forces. 
 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2015 Budget authorization 
for seapower forces. 
 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2015 Budget authorization 
for strategic forces. 
 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2015 Budget authorization 
for readiness and management support. 
 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2015 Budget authorization 
for emerging threats and capabilities. 
 
May 21 
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FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2015 Budget authorization 
for personnel. 
 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a markup 
to discuss the FY 2015 Budget authorization 
for the National Defense Authorization Act. 
 
May 22 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a markup 
to discuss the FY 2015 Budget authorization 
for the National Defense Authorization Act. 
 
May 23 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a markup 
to discuss the FY 2015 Budget authorization 
for the National Defense Authorization Act. 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 

 
Senate HELP Committee Holds Hearing 
on Burwell Nomination; Prepares to 
Consider Small ACA Modification 
 
Key Points: 

 HHS nominee faces questions on issues 
including ACA implementation, healthcare 
costs, wellness initiatives, and her experience 
and qualifications 

 Hearing viewed as strong start for Burwell on 
path towards confirmation 

 Cloture motion filed on the Hire More Heroes 
Act of 2014 

 
On Thursday, the Senate Health, Education, 
Labor, and Pensions (HELP) Committee held a 
hearing featuring the testimony of Secretary of 

Health and Human Services (HHS) Designate 
Sylvia Mathews Burwell.  Burwell answered 
questions about her work experience and 
qualifications, the Affordable Care Act (ACA), 
the Administration’s Fiscal Year (FY) 2015 
Budget Proposal, and perspectives on patient 
care.  
 
Chairman Tom Harkin (D-IA) said that the 
U.S. faces serious public health challenges, and 
underscored the importance of moving from a 
“sick-care system” to one that focuses on 
wellness and prevention.  He highlighted the 
critical role the Secretary will have in 
overseeing the implementation of the ACA, 
noting that there have been 4.8 million new 
Medicaid enrollees and 8 million Americans 
who signed up for insurance through the 
exchanges.  Harkin stressed that there is still 
work to be done to continue with the 
successful implementation of the law and 
reforming the U.S. health care system overall.  
 
Meanwhile, Ranking Member Lamar Alexander 
(R-TN) outlined Republican proposals to 
reform the health care system which include 
allowing small businesses to combine their 
purchasing power to offer employees lower 
cost health plans; giving employers more 
freedom to reward employees for leading 
healthier lifestyles; giving governors more 
flexibility to spend Medicaid dollars in ways 
that deliver better health care at lower costs; 
and helping states stop the proliferation of bad 
lawsuits.  Alexander said that Republicans 
correctly predicted the ACA would increase the 
cost of health care, people would lose their 
choice of doctors, policies would be canceled, 
jobs would be lost, taxes would go up, and 
Medicare beneficiaries would be harmed. 
 
Burwell testified that issues falling under the 
jurisdiction of HHS are fundamental to all 
people, and said that if confirmed she will be 
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committed to an open dialogue on HHS 
priorities and delivering for the American 
people.  She highlighted her work experience in 
both the private and public sector in leading 
large and complex organizations and working 
across a range of issues.  Burwell faced a 
number of ACA-related questions from 
Republican Committee members regarding 
cancelled health plans, the law’s mandates, the 
Office of Management and Budget’s (OMB) 
role in the development of HealthCare.gov, 
health savings accounts, and the Independent 
Payment Advisory Board (IPAB).  
 
This was the first of two hearings that will be 
held on the Burwell nomination, with the other 
expected to occur later this month in the 
Senate Finance Committee. Despite previous 
suggestions that HHS’ central role in 
implementing the ACA would lead to a 
challenging confirmation fight, several panel 
Republicans lauded Burwell’s qualifications, 
and the nominee appears on track to be 
confirmed by the Senate in the coming weeks.  
 
Senate Majority Leader Harry Reid (D-NV) 
filed a cloture motion this week to proceed to 
the House-passed “Hire More Heroes Act of 
2014” (H.R. 3474). The legislation modifies a 
provision in the ACA by allowing employers to 
hire certain veteran servicemembers and 
exclude them from counting towards the 50 
full-time employee threshold at which 
employers must provide healthcare or face a 
penalty. These individuals can be excluded 
from an employer’s number of full-time 
employees if they are covered under the 
TRICARE program. The cloture vote could 
occur next week, although it is unclear if an 
agreement will be reached between Democrats 
and Republicans to hold votes on amendments.  
 
 
 

House Panel Examines ACA Enrollment 
 

 Health insurers testify before House panel on 
ACA implementation and enrollment in the 
exchanges 

 
The House Energy and Commerce 
Committee’s Oversight and Investigations 
Subcommittee held a hearing this week to 
examine ACA implementation and the status of 
enrollment and the marketplace.  The 
Committee examined several aspects of 
enrollment and payment data in the ACA 
exchanges; whether any states are facing unique 
risk pools or payment problems; the health 
insurance industry’s experience with 
HealthCare.gov; and what consumers can 
expect to experience regarding networks, 
doctor choices, and future premiums under the 
ACA.  
 
At the hearing, numerous Republican 
Committee Members called for more 
transparency in enrollment data, citing their 
frustration in obtaining information from the 
Administration. Republican Members also 
questioned the witnesses on health insurance 
premiums for next year, to which the 
companies testifying before the Committee 
replied that they are not yet in a position to 
estimate changes in premiums. Following the 
hearing, the Subcommittee issued a release 
indicating that witnesses were “unable to 
forecast premiums for next year, but news 
reports indicate that insurance providers 
anticipates rates will increase once again.”  
 
Panel Democrats pointed out strong overall 
enrollment numbers for the ACA, and cited 
new figures that suggest the number of 
uninsured Americans is decreasing. 
Subcommittee Ranking Member Diana 
DeGette (D-CO) called on Republicans to join 
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in a bipartisan effort to address lingering issues 
with the law and with HealthCare.gov.  
 
Upcoming Hearings and Events 
 
May 13 
Health Care Data: The Brookings Institute 
will host a panel featuring health and 
technology experts to discuss how healthcare 
data recently released by CMS is revealing 
trends in U.S. health care, and their 
implications for the future. 
 
May 15 
Tobacco Regulations: The Senate Health, 
Education, Labor and Pensions will hold a 
hearing titled “Progress and Challenges: The 
State of Tobacco Use and Regulation in the 
U.S.” 
 
Veterans Health Care Assessment: The 
Senate Veterans' Affairs Committee will hold a 
hearing on the state of veterans' health care. 

 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  
 
Subcommittee Reports Out FY 2015 T-
HUD Appropriations Act 
 
Key Points: 

 Subcommittee mark would maintain some 
current funding levels while reducing others, 
notably transit projects and high speed rail 

 Full Committee may take up package in two 
weeks 

 
On May 7, the House Appropriations 
Committee’s Transportation, Housing and 
Urban Development, and Related Agencies 

Subcommittee held a markup of the “FY 2015 
Transportation, Housing and Urban 
Development Bill” and reported out favorably 
the bill to full Committee. As is customary, no 
amendments were offered during the markup 
and will be offered at the full Committee 
markup, which may occur in two weeks.  
 
Chairman Tom Latham (R-IA) stated the bill 
reflects a $1.17 billion increase in funding over 
the FY 2014 enacted levels. He noted Federal 
Housing Administration (FHA) receipts are 
down almost $3 billion from last year which 
suggests many more homeowners are financing 
through the private market. He stated the bill 
recommends levels to keep the Federal 
Aviation Administration (FAA) air traffic 
controllers and safety inspectors “on the job” 
and proposes some increases in safety 
programs for hazardous materials and railroads. 
Latham noted surface transportation funding is 
“level with FY 2014” and consistent with the 
last year of the “Moving Ahead for Progress in 
the 21st Century Act” (MAP-21) (P.L. 112-
141). He called for finding a solution to bring 
the Highway Trust Fund (HTF) and other 
critical programs in MAP-21 into 2015. He said 
the bill “strikes a good balance” between 
housing and transportation. He anticipated full 
Committee markup the week of May 19.   
 
Ranking Member Ed Pastor (D-AZ) stated the 
bill is actually $1.8 billion lower than the FY 
2014 bill. He expressed support for DOT 
safety provisions. He noted many programs are 
frozen at last year’s level or cut. He emphasized 
cuts to many transportation programs including 
the Capital Investment Grant Program (New 
Starts) by $252 million, the Amtrak capital fund 
by $200 million, and transit research by $28 
million. He expressed concern about some 
legislative riders attached to the bill which 
could hamper the ability to pass the final bill. 
He expressed support for including funding for 
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the Transportation Investment Generating 
Economic Recovery (TIGER) program and 
other programs for the FAA. 
 
In a May 5 summary, the Committee claimed 
that “the bill reflects an allocation of $52 billion 
in discretionary spending – an increase of $1.2 
billion above the fiscal year 2014 enacted level 
and a decrease of $7.8 billion below the 
President’s budget request.” The Committee 
asserted that “given the reduction in offsets 
caused by a decline in Federal Housing 
Administration receipts, the program level 
within the bill is more accurately $1.8 billion 
below the current level.” 
 
In regards to transportation funding in the 
package, the Committee asserted that the bill 
includes “$17.1 billion in discretionary 
appropriations for the Department of 
Transportation for fiscal year 2015…$727.3 
million below the fiscal year 2014 enacted level 
and $5.8 billion below the President’s request.” 
The Committee contended that “[w]ithin this 
amount, funding is prioritized on programs and 
activities with national need or significance, and 
that will help bolster our nation’s 
transportation system to support economic 
growth.”  
 
The Committee provided a breakdown of 
proposed transportation appropriations: 

 Highways – The bill provides nearly 
$40.25 billion from the Highway Trust 
Fund to be spent on the Federal 
Highway program. This is equal to the 
fiscal year 2014 level. This funding is 
contingent on the enactment of new 
transportation authorization legislation, 
as the current authorization expires this 
year. 

 Air – Included in the legislation is $15.7 
billion in total budgetary resources for 
the Federal Aviation Administration 

(FAA), which is $7.3 million below the 
fiscal year 2014 enacted level and $446 
million above the request. This will 
provide full funding for all air traffic 
control personnel, including 14,800 air 
traffic controllers, 7,300 safety 
inspectors, and operational support 
personnel. The bill also fully funds the 
FAA’s Next Generation Air 
Transportation Systems (NextGen) at 
$852.4 million, and funds Contract 
Towers at $140 million. In addition, the 
bill rejects the Administration’s 
proposals for new passenger facility and 
general aviation fees.  

 Rail – The Federal Railroad 
Administration is funded at $1.4 billion, 
a reduction of $193 million below the 
fiscal year 2014 enacted level. This 
includes $340 million for Amtrak 
operations – which will continue 
service for all current routes – and $850 
million for capital grants. No funding is 
provided for High-Speed Rail.  

 Transit – The bill provides for $10.5 
billion for the Federal Transit 
Administration (FTA) – $253 million 
below the fiscal year 2014 enacted level. 
Transit formula grants are funded at 
$8.6 billion, consistent with 2014 and 
the final year of MAP-21 authorization 
legislation. Within this amount, the 
legislation provides a total of $1.7 
billion for Capital Investment Grants 
(“New Starts”), full funding for all 
current “Full Funding Grant 
Agreement” transit projects, and full 
funding for all state and local “Small 
Starts” projects that will begin in fiscal 
year 2015.  

 Maritime – The legislation includes 
$305 million for the Maritime 
Administration, a decrease of $72 
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million below the fiscal year 2014 
enacted level.  

 Safety – The legislation contains 
funding for the various transportation 
safety programs and agencies within the 
Department of Transportation. This 
includes $824 million in both 
mandatory and discretionary funding 
for the National Highway Traffic Safety 
Administration (NHTSA) – an increase 
of $5 million over the fiscal year 2014 
enacted level – and $572 million for the 
Federal Motor Carrier Safety 
Administration. Also included is $205.2 
million for the Pipeline and Hazardous 
Materials Safety Administration, an 
increase of $19.4 million over the fiscal 
year 2014 enacted level. 

 Grants – The legislation funds 
National Infrastructure Investment 
grants (also known as TIGER grants) at 
$100 million, $500 million below the 
fiscal year 2014 enacted and $1.15 
billion below the request.  

 
Senate Finance Committee Looks At 
Funding Options In Short and Long-Term 
 
Key Points: 

 Members discuss a number of options for 
bridging shortfall in HTF revenue and for 
funding a longer term package 

 
On May 6, the Senate Finance Committee held 
a hearing titled “New Routes for Funding and 
Financing Highways and Transit.”  
 
Chairman Ron Wyden (D-OR) contended that 
keeping the HTF solvent in the short term 
though FY2015 will require $18 billion in 
additional funding. He emphasized the need for 
a long-term funding solution as well, warning 
that repeated short-term solutions prevent 
necessary planning and create funding 

uncertainty.  He claimed that it will take $100 
billion to keep the HTF solvent for six years.  
He emphasized the importance of engaging 
private capital to support infrastructure 
investment, highlighting the success of the 
Build America Bonds program as a way to 
promote public-private partnerships (P3).  
 
Ranking Member Orrin Hatch (R-UT) 
contended that the repatriation proposal, which 
would raise the revenues by taxing overseas 
earnings of U.S. global corporations, was “not 
a good idea.” He argued that changing the rules 
of international taxation in order to 
immediately subject overseas-held funds to 
U.S. taxes should be discussed in the context of 
a broader debate about tax reform, not as part 
of an “ad hoc” effort to finance the HTF. He 
stressed that he did not want to see a short-
term slowdown in payments to states where 
projects had already been approved for 
funding. He called for a thorough examination 
of the spending with which the HTF pays for 
projects, saying that its funding has been used 
for an “increasingly broad scope of activities.” 
 
Senate Environment and Public Works 
Committee Chairman Barbara Boxer 
emphasized that funding infrastructure must be 
accomplished through a bipartisan effort. She 
argued that a short-term HTF funding solution 
fosters uncertainty and is detrimental to state 
and local governments. She said the “big four” 
members of the Senate Environment and 
Public Works Committee working on a 
transportation reauthorization bill, including 
herself, Ranking Member David Vitter (R-LA), 
Transportation and Infrastructure 
Subcommittee Chairman Tom Carper (D-DE), 
and Subcommittee Ranking Member John 
Barrasso (R-WY), have agreed in principle and 
will be marking up the package next week. She 
explained that their legislation would provide 
current funding levels plus inflation.  She 
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asserted that the funding should come from “a 
user-pay situation.” She said a gas tax increase 
is supported by the Chamber of Commerce but 
not supported by the Administration. She 
suggested another solution would be to 
eliminate the gas tax and place a sales tax on 
the wholesale price of gasoline and diesel. 
 
Congressional Budget Office Assistant 
Director for Microeconomic Studies Division 
Joseph Kile stated that Congress has 
transferred $54 billion from the General Fund 
to the HTF since 2008, and cannot support the 
current rate of HTF spending with the existing 
funding mechanisms. He said CBO estimates 
that there will be a funding shortfall of $13 
billion for the HTF in FY2015. He argued that 
Congress has three broad options to address 
the funding shortfalls: (1) reduce Federal 
spending on highways and transit projects, 
which would result in a 30 percent cut in 
funding for the Highway Account over the 
next decade and 65 percent cut in funding from 
the Mass Transit Account; (2) increase the 
revenues credited to the HTF, including 
increasing the existing fuel tax or imposing new 
user-fees; and (3) continue to transfer funding 
from the General Fund to the HTF. He said 
the experience with private financing for 
transportation projects is “very limited.” He 
noted that most P3 agreements pay the private 
sector investor through funding from a state’s 
general fund, which does not mitigate the 
financial risk from the public.  
 
Senate Commerce Holds First Hearing on 
Reauthorization 
 
Key Points: 

 One of the Senate committees of jurisdiction 
over a surface transportation reauthorization 
holds first hearing 

 Members focus on funding mechanisms and 
levels while Foxx was agnostic on funding 

sources other than Administration’s plans to 
use corporate tax reform as a pay-for 

 
On May 7, the Senate Commerce, Science, and 
Transportation Committee held its first hearing 
on a surface transportation reauthorization 
with testimony from Secretary of 
Transportation Anthony Foxx on the 
Administration’s four-year, $302 billion 
package, the “GROW AMERICA Act.” 
Chairman John Rockefeller IV (D-WV) said 
the federal government has a crucial role to 
play in upgrading the nation’s infrastructure. 
He noted that the Department of 
Transportation (DOT) has estimated that the 
Highway Trust Fund (HTF) will run out of 
money in August 2014. Rockefeller emphasized 
that more money is needed for infrastructure 
investments. He stated that he supports 
Senator Barbara Boxer’s (D-CA) call for a long-
term transportation bill. Rockefeller stated that 
there are changing transportation trends, 
including the expanded use of fuel efficient 
vehicles and public transportation. He noted 
that the Administration recently released a 
surface transportation reauthorization proposal, 
the “GROW AMERICA Act.” He said the 
Administration’s proposal would make bold 
changes and allocate resources where they are 
most needed. 
 
Ranking Member John Thune (R-SD) 
emphasized the importance of infrastructure to 
economic competitiveness. He stressed the 
importance of the safety mission of National 
Highway Traffic Safety Administration 
(NHTSA). He noted that the “Moving Ahead 
for Progress in the 21st Century Act” (MAP-
21) is set to expire at the end of the fiscal year. 
He stated that the HTF is expected to become 
insolvent in August. He said he is skeptical of 
the Administration’s proposal, particularly the 
use of one-time funding provisions based on 
closing tax loopholes. Thune expressed support 
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for delaying the implementation of Positive 
Train Control (PTC) and noted that he has 
introduced legislation, the “Railroad Safety and 
Positive Train Control Extension Act” (S. 
1462), to do so. 
 
Rockefeller noted that the HTF will run out of 
funding on August 29. He asked how this will 
affect state transportation projects and future 
planning. Foxx said the effects of the HTF 
insolvency will be felt before August, as state 
Departments of Transportation (DOT) put out 
contracts in June and July. He suggested that 
700,000 jobs would be lost immediately from 
the insolvency. He said the “project pipeline” is 
slowing due to the continued use of short-term 
spending measures. Rockefeller pointed to the 
construction of Appalachian Corridors. He said 
Corridor H could be connected to I-66, which 
he suggested would be highly beneficial for the 
economy in West Virginia. He expressed 
concern that HTF insolvency could jeopardize 
this project, to which Foxx responded that he 
shares this concern.  
 
Thune said the Administration’s funding would 
only increase highway funding by 21 percent, 
while increasing other areas far more. He asked 
why this is the case. Foxx said $199 billion of 
the $302 billion in the Administration’s 
proposal would go towards highways. He 
stressed the need to take a multi-modal 
approach. Thune said that recent highway 
transportation bills have been funded by user 
fees. He noted that some conservative 
members have expressed support for increasing 
the user fee, but that the Administration has 
previously expressed opposition to this 
proposal. He said the Administration’s 
proposal would use one-time revenue 
measures, such as repatriation. He asked if the 
Administration would support increasing user 
fees. Foxx expressed support for the revenue 
measures in the Administration’s proposal and 

said the Administration would listen to ideas 
from Capitol Hill. Thune stressed the need to 
find a long-term solution. Foxx said the 
Administration’s proposal is appropriate, 
especially given the urgent need to take action. 
Thune asked if the Administration is 
considering the shorter building seasons in 
certain states in planning for a potential HTF 
insolvency. Foxx said the Administration has 
looked at the different situations in different 
states. 
 
WRRDA Conference Report 
 
Key Points: 

 Conferees reach agreement on water resources 
development package 

 Conference report could be released next week 
 
On May 8, the chairs and ranking members of 
the committees that have been negotiating on a 
final Water Resources Reform and 
Development Act (WRRDA) since November 
announced that “bipartisan, bicameral 
agreement” has been reached on a conference 
report. In their press release, Senate 
Environment and Public Works Committee 
Chairman Barbara Boxer (D-CA), Ranking 
Member David Vitter (R-LA), House 
Transportation and Infrastructure Committee 
Chairman Bill Shuster (R-PA), and Ranking 
Member Nick Rahall (D-WV) stated that “[t]his 
conference report maintains ports and 
navigation routes for commerce and the 
movement of goods, provides flood control 
that protects lives and property, and restores 
vital ecosystems to preserve our natural 
heritage.” They indicated that “[a]dditional 
details will be released when the WRRDA 
Conference Report is filed.” The Conference 
report is expected early next week.  
 
The primary point of contention between the 
House and Senate conferees was how water 
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projects would be identified for funding. The 
House bill listed specific projects while the 
Senate bill would make all projects listed in the 
chief’s report from the Army Corps of 
Engineers eligible. According to reports, the 
House prevailed in conference. 
 
In 2013 the House and Senate both passed 
bills, the “Water Resources Reform and 
Development Act of 2013” (WRRDA) (H.R. 
3080) and the “Water Resources Development 
Act of 2013” (WRDA) (S. 601) respectively and 
a conference committee was convened in 
November. On October 21, 2013, the 
Congressional Budget Office (CBO) released a 
cost estimate of WRRDA, alleging that 
“implementing H.R. 3080 would cost about 
$3.5 billion over 2014-2018 period.” CBO 
added that “[s]pending would continue for 
authorized projects after 2018, and CBO 
estimates that such spending would total $4.7 
billion over the 2019-2023 period.” On April 
14, 2013 CBO released a score of S. 601 that 
estimated “that implementing S. 601 would 
cost about $5.7 billion over the 2014-2018 
period…and] [s]pending would continue from 
amounts authorized to be appropriated under 
the bill after 2018, and CBO estimates that 
such spending would total $6.5 billion over the 
2019-2023 period.”  
 
In the Office of Management and Budget’s 
(OMB) October 2013 Statement of 
Administration Policy, OMB stated that “[t]he 
Administration supports House passage of 
H.R. 3080 as it would advance some of these 
policies and principles, but it should be 
improved with additional reforms and 
modifications of problematic provisions.” In 
May 2013, OMB issued a Statement of 
Administration Policy on the S. 601 that 
asserted much the same with regards to the 
Senate legislation.   
 

Senate EPW Will Unveil Reauthorization  
 
Key Points: 

 Markup of part of the Senate’s surface 
transportation reauthorization to occur next 
week 

 
On May 8, the Senate Environment and Public 
Works Committee released a statement 
announcing the release date and “the markup 
date for the reauthorization of “Moving Ahead 
for Progress in the 21st Century” (MAP-21), 
long-term bipartisan legislation to fund and 
improve the nation’s Federal-aid highway 
programs for six years at current funding plus 
inflation.” The bill text will be released on May 
12 and the markup will occur on May 15.  
 
On April 10, Chairman Barbara Boxer (D-CA), 
Ranking Member David Vitter (R-LA), 
Transportation and Infrastructure 
Subcommittee Chairman Tom Carper (D-DE), 
and Ranking Member John Barrasso (R-WY) 
identified these principles as the basis for a 
reauthorization: 

 Passing a long-term bill, as opposed to 
a short-term patch; 

 Maintaining the formulas for existing 
core programs; 

 Promoting fiscal responsibility by 
keeping current levels of funding, plus 
inflation; 

 Focusing on policies that expand 
opportunities for rural areas; 

 Continuing our efforts to leverage local 
resources to accelerate the construction 
of transportation projects, create jobs, 
and spur economic growth; and 

 Requiring better information sharing 
regarding federal grants. 
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Upcoming Hearings and Events 
 
May 13 
Transportation Infrastructure: The Senate 
Committee on Environment and Public Works 
will hold a hearing to discuss the problem of 
polluted transportation infrastructure.  
 
May 15 
Surface Transportation Reauthorization: 
The Senate Committee on Commerce, Science 
& Transportation will hold a hearing entitled 
“Surface Transportation Reauthorization: Local 
Perspectives on Moving America.” 
 
Surface Transportation Reauthorization: 
The Senate Committee on Environment and 
Public Works will hold a hearing to discuss 
surface transportation reauthorization. 
 
May 21 
Maritime Information Technology: The 
House Transportation & Infrastructure 
Committee will hold a hearing entitled 
“Promoting Efficient Maritime Transportation 
and Improving Maritime Domain Awareness 
and Response Capability.” 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Greg 
Frink, Nicole Ruzinski, and Alex Barcham 
contributed to this report. 
 
TECHNOLOGY 
 
Committees Report NSA Reform Bill 
 
Key Points: 

 In a surprising move, House Intelligence 
Committee agrees to basically the same 
package of reforms reported out of House 
Judiciary Committee 

 The package would alter if not end a number 
of the more contentious NSA surveillance 
activities 

 
This week, the House Judiciary and Intelligence 
Committees marked up and reported out the 
“Uniting and Strengthening America by 
Fulfilling Rights and Ending Eavesdropping, 
Dragnet-collection, and Online Monitoring 
Act” (USA FREEDOM Act) (H.R. 3361) to 
change how the National Security Agency 
(NSA) conducts its surveillance programs. 
Nonetheless, it is expected that further 
negotiations will continue on the package 
before it moves to the House floor. The Senate 
companion bill (S. 1599) has not yet been acted 
upon by the Senate Judiciary Committee even 
though its sponsor, Senator Patrick Leahy (D-
VT) chairs the committee.   
 
While the Judiciary Committee had announced 
last week that it would proceed with H.R. 3361, 
it was expected that the Intelligence Committee 
would markup the “FISA Transparency and 
Modernization Act of 2014” (H.R. 4291) as 
announced on May 5. However, in a closed 
hearing on May 8, the Intelligence Committee 
took up, modified the bill slightly, and reported 
out unanimously H.R. 3361. In a statement 
Chairman Mike Rogers (R-MI) and Ranking 
Member Dutch Ruppersberger (D-MD) stated 
that “[w]e are pleased the House Judiciary 
Committee reached a compromise that 
garnered strong, bipartisan support…[and] 
look forward to working with the Judiciary 
Committee, House and Senate leadership, and 
the White House to address outstanding 
operational concerns and enact the USA 
Freedom Act into law this year.” 
 
The House Judiciary Committee met and 
marked up H.R. 3361 on May 7. A compromise 
in the form of a Manager’s Amendment in the 
nature of a substitute was offered and agreed 
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to. This compromise was sponsored by Crime, 
Terrorism, and Homeland Security 
Subcommittee Chairman James Sensenbrenner 
(R-MI), Chairman Bob Goodlatte (R-VA), 
Ranking Member John Conyers (D-MI), Crime, 
Terrorism, and Homeland Security 
Subcommittee Ranking Member Bobby Scott 
(D-VA), and Constitution, Civil Rights, and 
Civil Liberties Ranking Member Jerrold Nadler 
(D-NY).  
 
In a press release, the House Judiciary 
Committee explained the bill as reported out of 
Committee: 

 Prohibits Bulk Collection of 
Data: The bill protects Americans’ 
privacy by prohibiting bulk collection 
under Section 215 of the PATRIOT 
Act (Section 501 of FISA), under the 
FISA Pen Register/Trap and Trace law 
(Section 402 of FISA), and under 
National Security Letter statutes. 

 New Mechanism for Obtaining Call 
Records: To ensure national security 
officials have the needed information to 
keep Americans safe while enhancing 
Americans’ confidence in the manner in 
which this information is collected and 
held, the bill creates a new process for 
the collection of call detail records. The 
government would be required to seek 
approval from the Foreign Intelligence 
Surveillance Court (FISC) of specific 
selection terms on a case-by-case 
basis.  The FISC is authorized to allow 
up to two “hops.” The government 
may renew these orders every 180 days. 

 Protects Americans’ Privacy: The bill 
codifies current minimization 
procedures, requiring the government 
to adopt procedures that are reasonably 
designed to minimize the retention and 
prohibit the dissemination of nonpublic 
information about Americans. It also 

clarifies the existing provision in the 
FISA Amendments Act against reverse 
targeting and reiterates Congress’ intent 
in protecting the communications of 
Americans.   Additionally, it prohibits 
the government from using unlawfully 
obtained information about Americans 
acquired outside the scope of court-
approved targeting and minimization 
procedures. 

 Ensures Robust Oversight of 
Intelligence-Gathering 
Programs: The bill increases oversight 
of our intelligence-gathering programs 
by providing for judicial review of 
minimization procedures for the 
production of tangible things, such as 
emails and phone calls. 

 Increases Transparency of 
Intelligence-Gathering 
Programs: The bill creates a panel of 
legal experts to help ensure the FISA 
court adequately considers privacy 
concerns and Constitutional rights of 
Americans and also requires the 
Attorney General to conduct a 
declassification review of each decision, 
order, or opinion of the FISA court 
that includes a significant construction 
or interpretation of the law. The bill 
also requires the government to 
disclose the number of requests made 
for call detail records under the new 
collection program and requires the 
Administrative Office of the U.S. 
Courts to publicly report annually the 
number of FISA orders issued, 
modified, or denied by the FISC. 

 Allows American Tech Companies 
to Disclose FISA Orders: The 
Committee today approved an 
amendment offered by 
Congresswoman Suzan DelBene (D-
Wa.), Goodlatte, and Sensenbrenner to 
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allow companies to semi-annually 
publicly report requests for information 
they receive under FISA and National 
Security Letter authorities. This 
amendment codifies the Justice 
Department’s settlement with several 
companies earlier this year while 
making additional modifications to 
allow for even greater transparency to 
the American people about their 
privacy and the extent of the 
intelligence community’s work, while 
protecting national security. 

 
Senate Homeland Hearing on IT 
Acquisition Reform 
 
Key Points: 

 Administration witnesses tout realized and 
projected savings from a number of efforts 
related to IT 

 Members stress the need for improving IT 
procurement  

 
On May 8, the Senate Homeland Security and 
Governmental Affairs Committee held a 
hearing titled “Identifying Critical Factors for 
Success in Information Technology 
Acquisitions.” The Committee discussed ways 
to change the framework by which information 
technology (IT) projects are prioritized and 
developed, emphasized that strong leadership 
combined with short-term deliverables are vital 
to the success of IT procurement.  
 
Chairman Tom Carper (D-DE) stated that the 
Western Hemisphere Travel Initiative is an 
example of a successful government IT project, 
which standardized the identification card 
needed for entrance into the U.S. He listed 
several government IT projects that have failed, 
including the USAJobs, the Federal 
Government's official website for listing civil 
service job opportunities; Sentinel, the FBI’s 

digital case management system; and the launch 
of Healthcare.gov. He observed that the 
response to most failed IT projects is to 
allocate more money to them in the hopes that 
this fixes the problem. He asserted that the 
private industry has fewer problematic IT 
projects and is better at responding to issues. 
He said agencies need more guidance on how 
to find cost-efficient solutions when an IT 
project begins to have complications. He said 
IT improvements have the potential to allow 
the Federal Government to provide better 
services to individuals.  
 
Ranking Member Tom Coburn (R-OK) argued 
that IT is an area in the Federal Government 
where “we waste the most money” and claimed 
that 50 percent of the money spent on IT is 
wasted. He stated that there is better leadership 
overseeing IT projects overall, though he 
expressed disappointed with the progress made 
on the efforts to consolidate data centers. He 
contended that the reporting and tracking of 
the data center closures was not sufficient. He 
said that the data center consolidation initiative 
has the potential to save over $10 billion by 
2018.  
 
General Services Administration Administrator 
Daniel Tangherlini stated that General Services 
Administration (GSA) is positioned within the 
Federal Government to help facilitate better IT 
procurement and delivery, though the 
acquisition of its own IT systems and offerings 
that GSA provides government wide. He 
stressed that a focus of GSA is streamlining 
and consolidating major functions within the 
agency to eliminate redundancy and improve 
oversight. He said that GSA now has one 
process for making IT investments which 
ensures that they are focused on the agency’s 
highest priorities and strategic goals. He 
commented that the agency’s “cloud first 
policy” that requires all application 
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development to utilize the GSA cloud 
platforms first before using older, less cost 
efficient platforms. He said consolidation 
efforts have improved GSA’s ability to expedite 
important projects when it is necessary. He 
expressed support for Challenge.gov, a 
platform for government wide challenge and 
prize competitions, and Data.gov, an open 
government portal that allows public access to 
collected government data. 
 
U.S. Chief Information Officer Steven 
VanRoekel explained that the Administration’s 
first term goal was to stop the growth of IT 
spending by promoting new technology and 
using IT to improve agency efficiency. He said 
these efforts have resulted in $2.5 billion in 
identified cost savings and $1.9 billion of 
realized savings. He emphasized the 
Administration’s efforts to provide “smarter” 
IT delivery, shifting agency focus from 
compliance and process to meeting user needs. 
He stressed that the Administration’s agenda to 
hire top IT talent and to work alongside top IT 
companies. He argued that the Federal 
Government needs more IT professionals and 
better training on IT systems for its employees. 
He said Office of Management and Budget 
(OMB) is establishing a new team within the 
Chief Information Officer’s office called the 
Digital Service, which will be comprised on 
digital experts that will establish standards for 
IT services mirroring private industry practices.  
 
Government Accountability Office 
Information Technology Management Issues 
Director David Powner, stated that one-quarter 
of the Federal Government’s IT budget is 
spent on new project development, while 
three-quarters is spent on operational or legacy 
systems. He said OMB’s data center 
consolidation effort, beginning in 2010, has 
helped address the government’s low server 
utilization rate. He noted that the effort has 

already resulted in $1.3 billion in savings and an 
estimated $3 billion in additional savings for 
2014 and 2015. He argued that better 
transparency around this effort is needed and 
expressed support for the “Federal Data Center 
Consolidation Act of 2013” (S.1611). He said a 
larger initiation, known as PortfolioStat, allows 
OMB to review IT projects to reduce 
duplicative spending, resulting in $2 billion in 
savings through 2013. He contended that the 
IT Dashboard, which tracks the progress of 
over 750 major IT investments across the 
Federal Government, has been limited in its 
effectiveness because of inconsistencies in how 
different agencies report projects.  He noted 
that 160 projects are categorized as “medium 
risk” while 40 projects are categorized as “high 
risk” projects, though he argued that there are 
more projects that should have labeled under 
these categories. He said OMB hosts TechStat 
Accountability Sessions to provide oversight of 
IT projects but called for more frequent 
sessions. 
 
Senate Appropriations Hearing on 
Cybersecurity 
 
Key Points: 

 Members focused on DHS’ efforts to recruit 
and train more cyber employees as well as 
current federal efforts to combat cyber threats 

 
On May 7, the Senate Appropriations 
Committee’s Homeland Security Subcommittee 
held a hearing entitled “Investing in 
Cybersecurity: Understanding Risks and 
Building Capabilities for the Future.” The 
hearing focused on the Department of 
Homeland Security’s (DHS) advancements in 
cybersecurity protections and its expanding 
relationships with private industry. The 
panelists also discussed the importance of 
increasing the cybersecurity workforce and 
efforts to increase education. Chairwoman 
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Mary Landrieu (D-LA) said this hearing is to 
review the level of investment in cybersecurity 
and results that have been achieved. She noted 
she has a unique perspective on the extent 
critical infrastructure relies on interdependent 
technologies. She stated the Committee would 
discuss the current vulnerabilities faced in 
cybersecurity.  
 
Ranking Member Dan Coats (R-IN) expressed 
concern the U.S. has become vulnerable to 
“bad actors” which interrupt people’s personal 
lives and threaten critical infrastructure. He 
noted many have labeled cyber threats as the 
number one threat the country faces. He 
expressed support for legislation that works to 
prevent these attacks and protects critical 
infrastructure. He said this issue is “urgent” 
and “the longer we put it off the more 
vulnerable we become.” He stressed DHS’s 
critical role as a portal and its information 
sharing and work with private industry. 
 
Deputy Under Secretary of Homeland Security 
Phyllis Schneck said DHS’s focus is on the 
“interconnective threat.” She stressed 
cybersecurity at DHS is a joint effort. She said 
the National Cybersecurity and 
Communications Integration Center (NCCIC) 
is the portal for evaluating programs and 
information. She noted investments in 
infrastructure to support the National Institute 
of Standards and Technology’s (NIST) 
“Framework for Improving Critical 
Infrastructure Cybersecurity” and enable 
private companies to adopt better standards for 
cybersecurity. She explained that NCCIC is 
able to recognize vulnerabilities in the system 
and automatically protect other agencies and 
the private sector. Schneck emphasized full 
transparency and information sharing with the 
private sector and critical infrastructure. She 
stated DHS is able to automate and send 
information widely and quickly. She stressed 

the importance of a “talented workforce” and 
developing a workforce for the future.   
 
Immigration and Customs Enforcement 
Executive Associate Director Peter Edge said 
the Internet poses a significant challenge to law 
enforcement and criminal networks are 
becoming increasingly sophisticated. He 
stressed the need for law enforcement agencies 
to prepare to work in cyberspace. He stated the 
Cyber Crimes Center (C3) brings all the 
investigative and cyber forensics assets into a 
combined location. He said the C3 develops 
tools to conduct online cyber investigations 
and collaborate with other government 
agencies. He asserted the $30 million budget 
increase since 2011 underscores the increasing 
role cybercrime plays in criminal activity. He 
noted Immigration and Customs 
Enforcement’s (ICE) strategic deployment to 
target illicit online currency. He said in FY 
2013 the agency was responsible for over 2,000 
criminal arrests related to child exploitation 
setting a new record for DHS investigations. 
He highlighted engagement with the National 
Association to Protect Children to launch the 
Human Exploitation Rescue Operative 
(HERO) Child Rescue Corps which provides 
high-tech training to wounded warriors. 
 
U.S. Secret Service Criminal Investigative 
Division - Cyber Operations Deputy Special 
Agent in Charge William Noonan said DHS 
has a strong combination of federal law 
enforcement experience; established 
partnerships with local governments, foreign 
government, and the private sector; and an 
experienced workforce. He said the Secret 
Service mission addresses numerous threats. 
He stated advances in computer technology 
have created international marketplaces for 
transnational criminals. He noted many attacks 
on financial services affect every sector of U.S. 
society. He stated cybercrimes investigation 
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have resulted in over 4,000 arrests in the last 
four years. He noted agents are trained under 
the Critical Systems Protection (CSP) program 
which allows agents to identify criminal actors 
and mitigate the impact of a potential attack. 
He emphasized the Secret Services efforts to 
improve training of its agents and improving 
the sharing of information with other agencies 
and local partners. 
 
Upcoming Hearings and Events 
 
May 13 
Economic Espionage: The Senate 
Committee on the Judiciary will hold a hearing 
to discuss economic espionage and trade secret 
theft. 
 
May 15 
Online Advertising & Consumer Security: 
The Senate Committee on Homeland Security 
& Governmental Affairs will hold a hearing to 
discuss consumer security and data privacy. 
 
May 20 
FCC Oversight: The House Energy & 
Commerce Committee will hold a hearing to 
discuss oversight of the Federal 
Communications Commission.  
 
May 21 
Cybersecurity: The House Committee on 
Homeland Security will hold a hearing to 
discuss persistent and emerging cyber threats to 
the United States. 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Greg 
Frink and Nicole Ruzinski contributed to this report. 
 
This Week in Congress was written by Laura 
Simmons.  
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